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DURATION 
 
Reading Time: 10 minutes 
Writing Time: 180 minutes 
 
INSTRUCTIONS TO CANDIDATES 
 
Section A:  
Suggested Time: 60  
mins   
Multiple Choice Questions: Answer ALL 30 questions. 
Marks as indicated on paper (Total marks=30) 
Section B:  
Suggested Time: 60 
mins 
Short Answer Questions: Answer ALL 4 questions. 
Marks as indicated on paper (Total marks=40) 
Section C: 
Suggested Time: 60 
mins 
Short Essay Questions: Answer 2 questions. 




You may begin writing from the commencement of the examination session.  The reading time indicated above is 
provided as a guide only. 
This is a RESTRICTED OPEN BOOK examination 
Any non-programmable calculator is permitted 
No handwritten notes are permitted 
Any hard copy, unannotated English dictionary is permitted 
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Short Answer Questions 
 
Total no. of marks for this section: 40 
 
Answer all four questions  
 
This section should be answered in the Answer Booklet provided. Each question is worth ten marks. 
Suggested time allocation for Section B: 60 minutes. 
 
Q1) Ellie and Vince are a married couple, both with college degrees and jobs. How would you expect each of the 
following events to affect the amount they save each month? Explain your answers in terms of the basic 
motivations for saving.  
 
    a) Ellie learns she is pregnant.  (2.5 marks) 
    b) Vince reads in the paper about possible layoffs in his industry. (2.5 marks) 
    c) Vince had hoped that his parents would lend financial assistance toward the couple's planned purchase of  
    a house, but he learns that they can't afford it. (2.5 marks) 
    d) A boom in the stock market greatly increases the value of the couple's retirement funds. (2.5 marks) 
 
    
Q2) When a central bank increases bank reserves by $1, the money supply rises by more than $1. The amount of 
extra money created when the central bank increases bank reserves by $1 is called the money multiplier.  
 
a) Explain money multiplier and why it is generally greater than 1. In what special case would it equal 1? (5                                 
marks) 
   b) The initial money supply is $1,000, of which $500 is currency held by the public. The desired reserve-deposit     
ratio is 0.2. Find the increase in money supply associated with increases in bank reserves of $1, $5, and $10. 
What is the money multiplier in this economy? (5 marks) 
 
 
Q3) How would each of the following likely affect the real wage and employment of unskilled workers in a 
furniture factory?  
 
    a) Demand for the type of furniture made by the plant increases. (2.5 marks) 
    b) Because of alternative opportunities, people become less willing to do factory work. (2.5 marks) 
    c) Robotic technologies are increasingly used in manufacturing. (2.5 marks) 
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Q4) How would you expect each of the following to affect the economy wide demand and supply for money? 
Explain using diagrams.  
 
    a) Grocery stores begin to accept credit cards in payment. (2.5 marks) 
    b) Financial investors become concerned about increasing riskiness of stocks. (2.5 marks) 
    c) Reserve bank increase reserve-deposit ratio. (2.5 marks) 
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Section C 
Written Answer Long Questions 
Total no. of marks for this section: 30 
Answer all two questions 
 
This section should be answered in the Answer Booklet provided. Marks for each question are 




1) Describe the Aggregate demand and Aggregate supply model. Using AD-AS model show the effects of lower 
company tax rate on the Australian economy. (Company tax rate are the levels at which government tax the 
profits of companies operating in Australia)     (15 marks) 
 
2) How will an increase in skilled migration impact the Australian economy in the short run and long run?  
         (15 marks) 
 
 
 
 
